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I. Principles and Objectives of NATO, as Related to the Economic
Defenae Program. ,

Just over six years ag‘o the North Atlantic Treaty was signed.l/ “Ehis
event signifiéd the beginning of a new and constructive experiment in inter-
natiqrial relations. "Iwelve independent sovereign states - later to be joined
by others - undertook pledges which called for immediate and conmbinuous
collective action, not only in the military, but also in the political,
economic and social fialds."g/

NATO had its origin in the conviction, on the part of the nations in-
volved, that the U.S.5.R. had embarked on an aggressive program the objec—
tive of which was domination of the whole world, The U.S +5.R. had already
drawn the nations of Poland, Czechoslovakis, Hungary, Romania, Bulgaria
and Albania.behind the irom curtain. Soviet forces controlled Bastern
Gemaﬁy and a sector of Austria. The threat to the countries of Western
Europe‘was obvious. _More&rer, there was abundant evidence that Russia was
modernizing and maintaining her military forces at top strength, was
rapidly rebuilding the industrial facilities destroyed by the war, and was

1/ The oﬂginal signatories of the Treaty were Belgium, Canada, Demmark,
France, Iceland,Italy, Luxembourg, The Netherlands, Norway, Portugal,
the U.K. and the U,S. Greece and Turkey acceeded to the alliance on
February 18, 1952 and W. Germany on May 6, 1955,

2/ Iord Ismay, NATO, the First Five Years, 19)49-»195&, Peix.
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c;onsolidating the Sgtelli’ées inﬁo an economic sysﬁm geared to maximum support
of the Soviet military machine. Most of the free nations of tl?,e North Atlantic
area were fully convinced. that collecvztiva action was hecessary to maintain R
the security of the free world and to discourage the Soviets from starting
& new world war.

Even in the U.S., with its tremendous economic, scientific and tech-
nological power, there was an increasing awareness that we need allies as
much as owr allies nesd us. Expanses of ocean are no longer‘ the shield that
they once were to our continent. More and more we look to dﬁher areas of
the free world for many of the raw materials needed to supply our indlxstry.
Our superiority in long«-range aircraft and nuclear weapons depends in n6
small iﬁeasure on strategically located and well equipped bases in the allied

countkries.

The basic principle of the NATO is that it is a collective defense

effort, The core of its significance lies in Article 5 of the Treaty, which
gays in part s "The Parties agree that an armed attack against one or more
of them in Europe or North America shall be considered anm attack against them
all." This Article makes clear t¢ any would-be aggressor that his attack
would meet the combined resistance of the member sta;baso It means that
the UeSe has ﬁeparted from its traditional peacetime isolationism and that
some Eurqpgsn countries have abandoned their reluctance ’w' commit themselves
in advémca to\ joint defense policies.

NATO, however, is much more than an exclusive military alliance.

The Preamble and the first two Articles of the treaty show that the
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members realize the vital importance of cooperation not only for military
defense but’ in other fields as well., Article 1 affirms the intention of
the Parties to abide by the principles of the United Nations, Article 2,
which forms the basis for the economic objectives of NATO, is quoted herewith
in full: *The Parties will contribute toward the further development of
peaceful and friendly international relations by strengthening their free
institutions,rby bringlyg about a better understanding of the principlés
upon which these institutions are founded, and by promoting conditions of
stability and well-being. They will seek to eliminste conflict in their
international economic polieieé and will encourage economic collaboration
between any or all of them," NATO's interest iﬁ sconomic matters - both
the ecoﬁpmic'wellmbeing of the NATO countries and the economic structure
of the Soviet bloc (as support for the bloc's military potential) is in-

dicated in the extensive coverage of these factors in the Annual Review

and in Standing Group papera.

To make possible the fulfillment of their obligations under the treaty,_
the treaty powers set up & rather elaborate collsctive machinery, which
has undergene reorganization and "streamlining”fin the course of its ex-
perience. Originally the North Atlantic Council was composed of the For-
eign Ministers of the member countries. Two principal committess weré
set up: the Defense Committee (Defense Ministers) and the Defense Financial
and Economic Committes (Finance Ministers), In 1951 it was decided that

the Council would he composed of Foreign, Defense or Finance Ministers as
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govermments saw fit. "It would be a Council of governments, not ons of
individual ministers."3/ The Council Deputies, later designated as Permanent |
Representaﬁives, became the permanent working organization of the.Nbrth
Atlantic Council, In April, 1952 NATO Headquarters was moved from Londoﬁ
to the Palals de Chaillot in Paris, _

Late in 1949, only a few months after NATO was established, another
organization was set up in Paris - the Consultative Group, In 1948 the
UeSe, unilatefally, had decided to put into effect security controls over
‘exports to the Soviet bloc. During 1948 and early 1949 the U,S. carried
on discussions in the effort to obtain parallel action by European countries.
In multilateral discussions in Paris, October - November, 1949, attended
by delegates of the U,S., UcKey France, Italy, Netherlands and Belgium, with
Norway and Demmerk as observers, the Consultative Group (CG) was formed.

At this meeting = report was rrepared which recommended that an Advisory
Group at the Ministerial level continue to meet, and that its future work
begz “To consider matters arising from the implementation of an agreed
policy for the control of exports on grounds of security with the objsct

of achieving the greatest possible uniformity and efficiency of action

among the govermments which adopt this agreed policye.¥ This report was
accepted by all except the Netherlands delegate, At this meeting the Inter-
national Lists I, II and III wers established., At a subsequent meeting

of the CG, in:January, 1950, the Coordinating Committes {COCOM) was set;

up, to be a continuing committee *which would insure adequate review of

3/ Llord Ismay, NATO, the First Five Years, 1949-195k, p.ll
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problems of gecurity export controle” Thersafter COCOM became the permanent
working coﬁm@tbee on security trade control matters, and the CG's function
is to hold a\periodic review of COCOM's activities, the consideration of
general or policy matters arising oublof COCOM's work, and the establish-
ment of a general frame of reference for COCOM's activities,

The point in juxtaposing briefiskétehea of the origin of these two
internatiofsl organizations is to emphasize the similarity of the overall
cbjectives of the two bodies. Though NATO covers & broader fileld, while
CG/COCOM is concernsd primérily'with the problem of preventing the acquisi-
tion by the Soviet bloc of materials which aid its war potential, both organ-
izations hed their origin in a recognition of the threat posed by the Sovieb
bloe an& a recognition of the need for unity and collective action to main-
tain and enhance the defensive strength of the free world. In a sense,
CG/COCOM, in attacking the economic defense aspect of security trade controls,
promotes ome important phase of the overall political/military/economic defense
objectives of NATO, particularly in relation to the objectives set forth
in Article 2 of the NATO charter.

Having noted the similarity in principles and objectives of the two
bodiesz, we must recognize the dissimilarity in their methods of organiza-
tion and operation, and in the implemembtation of their objectives.

In the first place, NATO has a highly formalized organizational structure
headed by'tha\Nor%h Atlantic Council. The Permanent Representatives, the
Secretary General, the International Staff Secretariat, and several com-

mittees and subcommitbees eoveiing every phase of NATO!S responsibilities,
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work in close’collaboratién in Paris, On the other hand, CG/COCOM is a
very informsl organization., COCOM and its Secretariat are in continuous
session in Paris. The CG meets occasionally on call., In late 1952 the
China Committes (CHINCOM) was set up to administer the stricter level of
controls against Communist China an& North Korea, Theoretically CHINCOM
was to be @ separate commibtee, on a par with COCOM., A few CG countries
designated separate representatives tc CHINCOM upon its organization, but
for the past year and more the membership of the two committees has been
practically the same.

" In the second place, the existence and general objsctives of NATO
-have always been public knowledge, though much of its work and publicébions
are eléssifiedo Conversely, the CG/COCOM was set up in secret, and up until
1952 its ver;y existence ﬁas supposed to be a carefully guarded secret. The
primary'reasan'f@r this sécre@y and informality was to avoid ths United A
Nations obligation to register international agreements. This explains in
part why the scope and‘ terms of reference of the organization were not
carefully worked out at its beginning. An additional reason for secrecy
was that general publicity would have created inmternal and extermal political
problems for certain participating countriese

In the third piace, NATO operations have been characterized by & rela-
tively high degree of cooperation. Patience and give-and-take, however,
are often req\uired9 since final decisions must be unanimous. The rule of
unanimity holds im CG/COCOM just as im NATO., But the achievement of una-

nimity in CG/COCOM has occasioned a more or less continuous series of
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wrangles over a variety of issuess +the secrecy question, the type of prob-
lems to come within the.competency of CG/COCOM, the criteria for placing
items on the Inmbernational Lists, the size of Qudtas for items under quanti-
tative control, controls over shipping, and.many others, In such circumstances
Unanimity/can usually be achieved only on the basis of a "lowest common
denominator.® The result is an economic defense program which, in the view
of the U.5., and a few other CG members, falls short of fulfilling free world
security objecﬁivesa |

This raises the questions since a considerable nmunbser of free nations
bave achieved a reasonably high degree of cooperstive accomplishment in
bullding up the defensive strength of the free world in NATO, why has prac~
tically the same group of nations had so much difficulty in achieving the
objectives of the security trade control program through CG/COCOM? Thers
may be many answsrs to the question, but it is clear that the key'ﬁorﬁhe

answer lies largely in a conflict between security interests and commercial

interests. Certainly it is agreed by most nations of the free world, whether
or not members of NATO and CG, that in the security interest of the free
world the bloc ought not to be furnished with those materisls and services
which enable it to build wp its aggressive machine and the economic and
industrial base to support that machine. But when it comes to actual trade
deals, the prospective profit in selling to the Soviet bloc (often enhanced
by premium prices offered by the bloc) is too tempting to the traders. Thus
the commercisl interests exert pressure, through Ministries of Tradey, upon

Foreign Offices and upon CG/COGOM delegates, with the result that free world
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pressure on ‘the economic énd nilitary potential of the bloc is far less ef-
fective than it could be. Another contributing factor to a certain amount
_ of dlssension is po doubt the fact that a legislative act of one participating
country - the U.S. = is interpreted by some countries as dictating the basic
premisés for the existence and functioning of the CG/COCOM/CHINCOM structurs.

II. %%blems Involved in Relating the Consultative Group More Closely to

The question which gave rise to the foregoing compariscn of the prin-
ciples and objectives of NATO and the CG wass YHow should the U.S. attempt
to advance the degree of unity in, and the effectiveness of, the multilateral
organization eoncerned with security controls?® Glven the high degree of
gimilarity 4#n objectives of the two organizations 5 1t would seem appropriate
to examine the reascns wﬁy a closer asscciation has not heretofore developed,
and to give aeﬁoua consié‘leration to the advantages which might result from
such association.

This is Yy no means the first time that this questien has .arisen, In
July, 1952 a Five~Power Conference was held in Washington on WOrgani%atiéml
Arrangements for Far Bastern Economic Security Measures,® prihcipally COXe
corned with the matter of bringing Japan into the sconomic defense sbructure.
At that conference the UeS. proposed the establishment of a Far Eastern
- CG/CocoM, ‘somewhat paralleling the Paris structure. One of the stated
advantages oi‘\ such a separate Far Eastern organization wag that it would
leave the Buropean CG free to develop closer ties with NATO, without the

complications which would result from membership of Far Eastern countries
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in the Buropeamn-oriented groupe The U.S. view was not accepted by the other
participantﬁ in the conference, Japan was invited to join the Paris CG, and
the separats China Committes (CHINCOM) under the CG was established. In
March, 1953 the NATO Council considered a memorandum from the Turkish Delega-
tion, proposing that the Council give consideration to problems of Easﬁ—
West trade, particularly in view of a forthcoming ECE meeting. The NATO
Secretariat prepared a memo on the subject /C-M(53)86, 22 June, 19527.,\' During
this perfod NATO and CG/COCOM representatives held several informal discus-
slons, exploring the desirability of a suitable forum for consideration of
East-West trade problems on a broad and continuing basis. These and other
discussions have brought out many of the problems involved in the NATO-CG
relationship. These problems appear to fall into two prihcipal catsgories,
and will be discussed under the headings below.

A, Problems of Competence

As was noted early in this paper, NATO at its beginning was chiefly
concerned with political/military matters. Despite the existence of Article
2 of the NATO charter, thers appesrs tc have beem a certain reluctance on
the part of some NATO members to becoms involved in the problem of economic
defense, In the Secretarist Memorandum referred to above /CM(53)86/ it is
stateds WNATO, as such, has not hitherto been directly concerned with deny=-
ing commodities to the Russians and their satellites. In 1951 and early
1952, however, a study was conducted. in the ‘Financsial and Economic Board,

at the request of the Council Deputies, inte the question of the availability
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for NATO defense production of certain commodities listed by the Defense
Production Board as essentialg The conclusion reached was that the neces-
sary action to conserve ﬁhess commddities was already being ﬁaken'with
'somewhat'varying objectives by the“Inyg?gat;onal Materials Conference in
‘Washington, by the OEEC, and Wy the Qommiphées referred to above, and that
ne action by NATO as suchrwaé needed.” TIn the same memarandu@:it is further

stated, under Practical Possibilitiess "The policy of NATO countries should

be, on the one hand, to derive what economic and other advantages ﬁhey can
from trade with the East, and, on thé other, to prevent the Soviet Union
and her allies from drawing strategic advantage from the trade. NATO is
not, however, equippéd to deal with the day-to-day implementation of this
poelicy and with the technicalrproblems in the various fields of East/Wést
trade.® It concludes thét»the CG/bOCOM"“éppegr to be the only suitable
international forum in whiéb the day-to-day implications af Eas@/Wést trades,
and particularly'its strategic aspects, can be kept under review.%
Nevertheless, in this memorandum, and in other discussions at the
time, it was brought out that, if ﬂG/COCGM”Wére to be the forum for com-
sideration of the broader aspects of Bast/Mest tradsé then its terms of
reference and its secretarist would need %o be_enlarged,rénd its stature
enhanced., It would have to consider such things, gmong'others, as cor-
relation of nom-strategic trade policy and action with strategic trade
policy and aeﬁion (esges preparing common lines for international con-
ferences, considering trada agreements, exceptions and ggig pro ggg)g

sconomic and political problems claimed to bear on proposed exeeptibnﬁg
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efforts to find alternative markets for goods which are prevented from
going to the Bast., Certain of the CG countries, the U.K. in particular,
have generally taken the view £hat the activities of that organization _
should be limited to the negative policy of denying strategic commodities
(1iberally interpreted) to the bloc. In such an atmosphere & broadening
of the range of problems handled by QG/COGGM?would more likely result in
providing further excuses for exporting strategic goods to the bloce

Let us 1§ok back at Article ? of the North Atlantic Treaty, which
empcwéfs the signatories to find means of cregting more effective economic
and cultural ties with one another; As long ago as September, 1951, the
Council sebt up 2 Miniqurial Cormittee to consider the further strengthening
of the NATO eommuniﬁy and especially the implementation of Article 2, The
Committee was directed to make recommendations, among others, on scloser
economic, financial ahd social cooperation, designed to promote conditions
of economic stability and well-being, both during and after the present
period of the defense effort, within the NorthlAtlanti@ Treéty Organiaau
tion or through other Agangiegmﬁ Lord Ismay had this to say, in 1953
uCan NATO then contimme to concenbrate almost exclusively on defense?
Council communiques and_g@vermment atatementsﬂhave stressed that NATO
should be used increasingly as an instrument of cooparati@n outside the
military sphere, and thet the provisions of the Treaty for ’'self-help
and mutual aid® should be applied not only to the military Euildmup bub

also to the peécetime problems of the Atlantic Community.”

More recently the NATO has indicated a more positive intersst in
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its responsibilities relating to Article 2. This is evidenced in ths cur— \
rent series of economic studies which wers initiated by the NATO Intermational
Staff during November - December 1954. These gtudieé will attempt to assess \
and compare the economles of the Soviet bloc on the ons hand and of the
NATO countries on the other, in order to expose the relative strengths and
weé.knes'ses of the two, A Working Group has been sstablished to carry on
these studies in cooperation with the International Staff., '

B, Problems of Membership

Inr the past, when the relationship of the CG to NATO has been con-
aideréd', membership problems have been a stumbling block. On ‘bhe_wm hand
was Iceland, vhich is a member of NATO but not of ch on the other wers
Westa.Gémam and Japan, which wers members of CG but not of NATC. Other—
wise the membership of both bodiss was identical.

The first of these pfeagn‘b@ no serious problem, There is no real
reason why Iceland should not be 2 member of QG_’:/GOGOM. Indeed, in view
of her problem of disposing of her fish products in Soviet markets, and
being pressured by the Sovists to becoms depsndent on supplies of Soviet
petroleum products, there ars good reasons why Iceland should bs assoclated
with the CG structurs.

The more serious problem was the second. But that problem has been
_ cut in half within the past two months by the accession of the German
Rapublic %o ﬁATO. This leaves Japan &as the only CG member not eligible
for NATO membership. Admittedly this is a difficult problem; but the

solution may well be found through esnother development which has ocecurred
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since this problem was considered, namely, the establishment of the South
Fast Asia Treaty Organization (SEATO).L/ Japan is not presently & member
of SEATO, and there may be many political problems; both internal and
external to Japan, in achieving her membership.

C. Possible Organizationsl Arrangements

NATO and the CG might be brought into closer relationship in several
different ways, ranging from complete amalgamation of the CG structure in
NATO to a combtinuance of the separate structures with improved liaison
arrangements.

Flan A&

Serious consideration should be given to the feasibility of UeSa
initiaﬁion of organizational improvements along the following liness

l. Attempt to obtain Japan's accesslon to SEATOj

2. Encourage other free world countries to associate themselves
with either NATO or SEATO, (or obher similar regional organizations when
apprmpfiately developed):

3. Abolish the CG, and establish COCOM as a Committes under the
North Atlantic Council, to bs callsd the Comnittee on Economic Defense, or
a similar titleg 4

Lisr BEstablish & similar Committes with similer functioms under SEATO

The SEATO Treaty was signed September 8, 195L, the signatories being
Australia, France, New Zealand, Pakistan, the Philippines, Thailand,
UKoy UsSe Its objectives are similar to those of NATO, bub its
organizational apparatus is not yet so highly developad.
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and other regional groups when appropriate;

5. Bstablish a joint pelicy staff between the NATO Council and the
SEATO Councils _ ] ) , 7

6. Provide for pericdic Joint meetings of NATO and SEATO Council
representatives to review security trade control policy and problem: 3
related to the objectives stated and implied in Article 2 of the NATO

Charters. _ A

Plan B

If Plan A be considered impracticable at the present time, and it is
concluded that the present CG structure should be combinued; then at least
the following steps should be undertaksns 7

1. Establish a joint policy staff between the NATO Coumecil and the
Congsultative Groups

2. Facilitate a close working relationship between the NATO Inberna-
tional Staff/Secretariat and the GG/GOGOM‘Sgoreté$i@t§ o

3. Provide NATO technical and intelligence support to CG/COCOM;

lie Provide for NATO Council review of matters which camnot be re-
solved in CGg H

5. Provide for periodic joint meetings of the NATO Council and the
CG to consider security trade control problems as related teo the objec~
tives of Article 2 of the NATO Charter.

IIT. BEvaluation of a Closer Relationship Betwsen NATO and the CG
Structure

On balance it is believed that the advantages of the NATO forum for
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the congideration of the security trade control programs sufficiently out-
weigh the difficulties involved to Justify that the UsSe seek to utilize
HATO as the body for multilateral consideration of these problems. Flan
A has the superior advantage in that it would provide for a similarity of
control measures in all, or most, areas of the free world., It would be
_in keeping with an already expressed and agreed NATO views #"The problems
of East/Mest trade are not confined to NATO countries . » o It is thers-
fore considersd unrealistic to confine the present study to Rﬁssia and her
European satellites, on the one hand, and European NATO countries, on the
other « « of /1 GmM(SB)BéJ._ In either plan suggested abovs, bm’_‘.nging the
security 'tréde sontrol plan under the asgis of NATO would have the following
advanbagesy _ _

Ay, It would bring Vsecurity trads controls into their proper context,
‘as one element contributing to the overall security obj ective of the free
world s

Bs It would provide a bhetter means for solution of the problems of
those countries who claim that economic hardship results from thelr observ—
ance of trade controls;

C. With trads controls in ths proper security context, there wonld
be less opportunity for the commercial motive to work at cross purposes
with the security motive;

Do Th.e\ tis=-in of the organizations and the more intimate working
relationships of thelr staffs would increase the mutual understanding

of the overall security effort of the fress world.
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